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Abstract 
 
The complex world of insurance law is not readily understandable to a “gogo Dlamini” on the 
streets. This is due to the fact that traditional insurance, as we know it, has primarily been 
focused on serving those who have the financial muscle to consistently pay premiums. Less 
attention has been given to the market in the informal sector and thus many insurance products 
have not been designed with such a market in mind. In recent years, the South African 
government has taken an initiative to include those who have been excluded in the financial 
sector. One of the mechanisms chosen to achieve this goal was the introduction of 
microinsurance. Microinsurance is intended to introduce affordable insurance to the poor. Its 
main objective being to help manage everyday risks that the poor find themselves in. The 
success of microinsurance will however depend on the number of claims that are successfully 
paid out by microinsurers. Therefore it is important that a system is put in place to assist 
consumers of microinsurance in the insurance value chain to ensure that they are able to lodge 
successful claims. It is against this background that this paper investigates the impact of the 
2018 Policyholder Protection Rules on claims handling in microinsurance. The crucial question 
being whether the rules make claims handling simple enough for microinsurance consumers to 
successfully claim from their insurers. This paper takes a stance that the features introduced by 
the 2018 Policyholder Protection Rules across the insurance value chain have the potential to 
make claims handling simpler for microinsurace consumers. 
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CHAPTER 1: INTRODUCTION AND PROBLEM STATEMENT 
1.1 Introduction 
The claims stage is arguably the most important aspect of any insurance contract for 
policyholders.1 It is said that what customers ultimately buy with their premiums is a right to 
efficient claims.2 Efficient claims however will in all likelihood be a challenge for 
microinsurers, who are expected to render similar services to traditional insurers, only with a 
smaller pool of resources due to lower premiums.3 Microinsurance (MI) providers may deal 
with multiple clients who are at times hard to contact via conventional methods like telephones 
and emails. As a result, the process of identifying beneficiaries and clients for purposes of 
claims handling could become a nightmare.4 MI has been defined as an insurance product that 
is accessible to the low-income population, provided by a variety of different entities, but run 
in accordance with the generally accepted insurance practices.5 Others have described it as a 
risk-pooling instrument to protect low-income households or insurance for persons working in 
the informal economy.6 
Without proper guidelines in place, insurance claims lodged by MI policyholders could 
arbitrarily be rejected by microinsurers for non-compliance with contractual clauses that are 
mostly crafted with the sole purpose of protecting the microinsurer from paying out claims. 
This would be detrimental to the poor because low-income groups have insufficient access to 
funds in order to manage the financial costs of the risks they are exposed to.7 Any framework 
on MI must therefore be aware of these problems.  
Before we get to claims however, there are a few hurdles to cross. One first has to look at the 
whole product life cycle, namely: the product and service design; promotion and marketing; 
advice; point of sale; information after point of sale; and finally, claims handling. This is due 
to the fact that if anything goes wrong at any stage of the product life cycle it will ultimately 
be exposed at claims stage. It is therefore submitted that simplifying the handling of claims 
entails simplification of the whole product life cycle of insurance.  
                                                            
1 Churchill Protecting the Poor: a microinsurance compendium (2006) 217. 
2 Churchill (n 1) 217. 
3 Renedek, Holtz and Fonseca The Moment of Truth: Claims Management in Microinsurance (2014) 1. 
4 Rendek at al  (n 3) 1. 
5 International Association of Insurance Supervisors (IAIS) “Issues in Regulation and Supervision of 
Microinsurance” (June 2007) 10. 
6 IAIS (n 5) 10. 
7 Churchill (n 1) 216. 
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The 2018 Policyholder Protection Rules (PPRs) were promulgated8 in terms of the Long-Term 
Insurance Act9 (LTIA) and the Short-Term Insurance Act10 (STIA) to provide, inter alia, for 
the fair treatment of customers in the insurance sector.  
Treating customers fairly entails that: “policyholders can be confident that they are dealing 
with an insurer where the fair treatment of policyholders is central to the insurer’s culture;11 
products are designed to meet the needs of identified types, kinds or categories of policyholders 
and are targeted accordingly;12 policyholders are given clear information and are kept 
appropriately informed before, during and after the time of entering into a policy;13 where 
policyholders receive advise, the advice is suitable and takes account of their circumstances;14 
policyholders are provided with products that perform as insurers or their representatives have 
led them to expect, and the associated service is both of an acceptable standard and what they 
have been led to expect;15 and policyholders do not face unreasonable post-sale barriers to 
change or replace a policy, submit a claim or make a complaint.”16 It is important that 
microinsurers have regard to these principles when drafting and implementing their claims 
policies. 
1.2. Problem statement 
The discussion document by the National Treasury (NT) titled “Treating Customers Fairly in 
the Financial Sector” identified that some of the market-conduct challenges that are still faced 
by policyholders in the insurance sector relate to the weak understanding by customers of 
technical policy language and claims handling practices, especially repudiations and non-
transparency of exclusions, unreasonable excesses on asset cover, and underwriting at claims 
stage.17 
                                                            
8 See GN 639 in GG 41735 of 27 June 2018; GN 996 in GG41928 of 28 September 2018; GN 1020 in GG 41947 
of 28 September 2018; and GN 997 in GG 41928 of 28 September 2018. 
9 Act 52 of 1998. 
10 Act 53 of 1998. 
11 Rule 1.4(a). 
12 Rule 1.4(b). 
13 Rule 1.4(c). 
14 Rule 1.4(d). 
15 Rule 1.4(e). 
16 Rule 1.4(f). 
17 National Treasury (NT) “Treating Customers Fairly in the Financial Sector: A draft Market Conduct Policy 
Framework for South Africa” (December 2014) 12. (hereinafter referred to as NT TCF) 
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This research will investigate whether the new 2018 Policyholder Protection Rules in terms of 
both the Short-Term Insurance Act and the Long-Term Insurance Act have simplified claims 
handling for consumers of MI products to successfully claim from their insurers. 
1.3. Research Methodology 
This research entails a literature review of the relevant legislation and regulations governing 
claims handling in MI. I will first look into MI as a concept, its history and the prudential 
regulatory framework that underpins it. Then I will look at the effects of the 2018 PPRs on the 
product life cycle of MI and how each stage of the product life cycle will lead to a simple 
claims handling process. Then finally, I will address the concept of claims and the question 
whether the 2018 PPRs make claims handling easy for consumers of MI. Here I will also make 
a determination whether the current claims handling procedure for MI products complies with 
the obligation of microinsurers to treat customers fairly. This research will be approached from 
a South African socio-economic context, bearing in mind that the majority of MI consumers 
are most likely to be people with low levels of financial literacy education. 
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CHAPTER 2:  CONCEPTUAL FRAMEWORK 
2.1. Introduction 
After years of consultations, MI has finally been given recognition by the Insurance Act (IA)18 
as a formal insurance product in South Africa with effect from 01 July 2018. The IA aims to 
provide a legal framework for the prudential regulation and supervision of the insurance 
business that is consistent with the Constitution. Moreover, it aims to promote a fair, safe and 
stable insurance market. Most importantly the IA aims to introduce a legal framework for MI 
to promote financial inclusion. 
2.2. What is MI? 
Churchill defines MI as “the protection of low-income people against specific perils in 
exchange for regular premium payments proportionate to the likelihood and cost of the risk 
involved.”19 The learned author argues that this definition is in principle similar to that of 
traditional insurance except for the fact that it targets low-income groups.20  
The International Association of Insurance Supervisors (IAIS) holds a similar view. They 
define MI as “insurance that is accessed by low-income population, provided by a variety of 
different entities, but run in accordance with generally accepted insurance practices (which 
should include the Insurance Core Principles).”21 Bernards observes that although this 
definition was intended to differentiate MI from social security, its target market indicates that 
it was largely framed in terms of social protection objectives.22 
That MI is premised on the generally accepted principles of traditional insurance is beyond a 
reasonable doubt.23 Winner notes that the inherent trait of MI is to assist the low-income 
segment through basic principles of conventional insurance.24 This means that the essentials of 
an insurance contract must still be met. A MI contract must therefore contain a term wherein 
the microinsurer undertakes to compensate or satisfy the policyholder for either patrimonial or 
                                                            
18 Insurance Act 18 of 2017. 
19 Churchill (n 1) 14. 
20 Churchill (n 1) 14. 
21 IAIS (n 5) 10. 
22 Barnards “The Truncated Commercialization of Microinsurance and the limits of Neoliberalism” 2018 
Development and Change 1457. 
23 Agostinho and Cherry “The significanceof claims fraud and a statistical method to channel limited fraud 
identification resources” 2016 SAAJ 144. 
24 Winner “Microinsurance: Challenges for Sustainable Growth” 2017 The Journal of Insurance Institute of India 
80. 
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non-patrimonial loss;25 a term wherein the policyholder will be obliged to pay a premium;26 
and a contractual clause making the microinsurer‘s obligations dependent upon the occurrence 
of an uncertain or unplanned event.27 
In the famous case of Lake v Reinsurance Corporation Ltd,28 the court defined an insurance 
contract as: “a contract between an insurer (or an assurer) and an insured (or the assured), 
whereby the insurer undertakes in return for the payment of a price or premium to render to the 
insured a sum of money, or its equivalent, on the happening of a specified uncertain event in 
which the insured has some interest.”29 
Although this definition has been criticised for incompleteness,30 it serves as a basic point of 
departure in trying to understand the essentials of an insurance contract. 
2.3. Why MI? 
Low-income persons live in environments that are susceptible to numerous perils, including 
illness, accidental death and disability, loss of property as a result of theft or fire, agricultural 
losses, and both natural and man-made disasters.31 Although the poor often use informal means 
to manage risks, informal coping mechanisms offer insufficient protection.32  
Mpedi and Millard make the point that traditional insurance does not adequately cater for the 
social needs of those excluded from the ambit of formal social-protection system – more 
especially those who work in the informal sector.33 They argue that traditional insurers are 
profit driven and often find servicing low-income communities unattractive.34 One of the 
reasons for this is that main-stream insurance products are not designed with irregular income 
of policyholder in mind.35  
                                                            
25 Reinecke, van Niekerk and Nienaber South African Insurance Law (2013) 82. 
26 Reinecke et al (n 25) 86. 
27 Reinecke et al (n 25) 89. 
28 1967 (3) SA 124 (W). 
29  (n 28) par 127. 
30 Reinecke et al (n 25) 76. 
31 Churchill (n 1) 12. 
32 Churchill (n 1) 12. 
33 Mpedi and Millard “Bridging the Gap: the Role of Microinsurance in a Comprehensive Social Protection 
System in South Africa” 2010 OBITER 508. 
34 Mpedi and Millard (n 33) 508. 
35 Mpedi and Millard (n 33) 508. A typical problem that is often encountered in claims handling, according to the 
learned authors, is that of inappropriately insured amounts, complex exclusions and legalese that is difficult 
enough for ordinary customers to understand, not to mention poor and often illiterate customers. 
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The NT identified 3 features of the insurance industry that needs policy redress – the need to 
promote better access for South Africans to affordable insurance; matching consumer needs 
with the insurance products they buy; and strengthening consumer protection as more funeral 
policies are sold through unregistered funeral parlours.36 
2.4. South African socio-economic context 
2.4.1. National Income Dynamics Study (NIDS): Financial Literacy Survey 
The ability to understand financial concepts and make basic calculations has historically been 
used to explain stock market participations, differences in portfolio returns and the gap between 
the wealthy and the poor.37 NIDS conducted a survey to determine the levels of financial 
literacy in South Africa. This was done through multiple choice questions testing numeracy, 
understanding of compound interest, understanding of inflation, and understanding of risk 
diversification.38  
The NIDS survey revealed the following, namely that it is estimated that only 40.57% of South 
Africans are financially literate.39 The financial literacy gradually increases when people with 
matric go on to obtain a degree or diploma.40 The differences in financial literacy by household 
income and wealth show that 63.3% of households with income of R30 000 or more per month 
are financially literate compared to only 34.1% in households with less than R5 000 per 
month.41  
2.4.2. Financial Services Board (FSB) Literacy Report 2015 
The FSB also conducted a study into the financial literacy of South Africans. The objective of 
this study was to provide the FSB with information about the financial knowledge, attitudes, 
skills and behaviour of adult South Africans (this is from age 16).42  
This report reveals the following: 
                                                            
36 NT Policy document (n 17) i. 
37 Nanziri and Olckers Financial literacy in South Africa (2019) 2. (SALDRU Working Paper Number 242 
Version 1/ NIDS Discussion Paper 2019/9) 
38 Nanziri and Olckers (n 37) 2. 
39 Nanziri and Olckers (n 37) 7. 
40 Nanziri and Olckers (n 37) 7. 
41 Nanziri and Olckers (n 37) 8. 
42 Roberts, Struwig and Gordan Financial Literacy in South Africa: Results from the 2015 South African Social 
Attitudes Survey (2016) 9. (Report Prepared by the Human Sciences Research Council on behalf of the Financial 
Services Board) 
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Only 22% of adult South Africans would be able to cover a major expense, relying only on 
their monthly salary, without borrowing money; 44% are not in a position to cover a major 
expense with their monthly salaries; and 28% were of the opinion that that the question did not 
apply because they don’t have personal income.43 Approximately 48% of adult South Africans 
have experienced a situation where their personal income could not cover their living costs.44 
About 69% of adult South Africans do not have emergency funds to cover their expenses for 3 
months in case of sickness, job loss, economic downturn or other emergency.45. 
On insurance products the report reveals that only 38% percent of South Africans indicated 
that they do not hold at least one insurance product in 2015 compared to 62% of adults who 
hold at least one insurance product.46 Only 51% of South African adults are aware of insurance 
products.47 The most popular insurance product held was funeral insurance with 28% of adults 
holding an account a burial society.48 
On awareness of financial products in general, the report reveals that those who are outside the 
labour market are less aware of all types of financial products compared to those who are 
employed.49 The wealthy are shown to be more aware of financial products than the poor.50 
The report also shows that those who are well educated (i.e. hold tertiary qualifications) are 
more aware of financial products than those who are not educated. The conclusion drawn from 
this is that economic factors such as educational attainment, employment status and economic 
position are the main drivers of public awareness of financial products in South Africa.51 
The overall score on financial literacy reveals that an average South African scored 55% in 
2015 compared to only 52% in 2013.52 Those who are employed had a higher financial literacy 
score compared to other labour market groups.53  Those with only junior primary education 
and below scored only 47% compared to those with tertiary education at 68%. Those who are 
                                                            
43 Roberts et al (n 42) 13. 
44 Roberts et al (n 42) 13. 
45 Roberts et al (n 42) 14. 
46 Roberts et al (n 42) 90- 91. 
47 Roberts et al (n 42) 93. 
48 Roberts et al (n 42) 92. 
49 Roberts et al (n 42) 93. 
50 Roberts et al (n 42) 93. 
51 Roberts et al (n 42) 94. 
52 Roberts et al (n 42) 116. 
53 Roberts et al (n 42) 116. 
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rated low according to the living standard measure scored only 46% compared to those who 
are rated high who scored 65%.54 
2.4.3. Why focus on the South African socio-economic context? 
One cannot authoritatively answer the question whether the 2018 PPRs have simplified claims 
handling for consumers of MI to successfully claim from their insurers without looking into 
the overall financial literacy of South Africans. The level of one’s ability to understand and 
interpret financial concepts will ultimately determine whether the rules are simple or not. As 
seen above, factors such as education, employment and economic position influence one’s 
financial literacy score. Lower financial literacy can lead to one having a difficulty 
understanding financial concepts that an average person finds simple. One may then find that 
what is simple for one person is not necessarily simple for the other. 
2.5. The development of MI in South Africa 
2.5.1. Discussion paper 
On the 7th of April 2008, NT released a discussion paper titled: “The Future of Micro-Insurance 
Regulation in South Africa.”55 The goal of this paper was to provide a clear and coherent 
regulatory framework to encourage and facilitate the provision of good value, low-cost 
insurance products that speak to the needs of low-income households.56 It was set to achieve a 
balance between treating policyholders fairly and being able to manage the risks of providing 
insurance.57 
This discussion document identified 7 policy objectives for MI. These were: financial 
inclusion;58 competition and market efficiency in order to improve the products and services 
                                                            
54 Roberts et al (n 42) 116. 
55 National Treasury “The Future of Micro-Insurance Regulation in South Africa” (7 April 2011) (hereinafter 
referred to as the NT Discussion Document) 
56 NT Discussion Document (n 55) 13. 
57 NT Discussion Document (n 55) 13. 
58 NT Discussion Document (n 55) 16-17.  The primary goal of financial inclusion is to extend the number of 
people that can use a particular insurance product which relates to their needs. Inclusion means extending these 
products to poor groups in our society. 
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delivered;59 financial sector development;60 stability;61 consumer protection;62 
empowerment;63 and Small and Medium Enterprise (SME) development.64 
2.5.2. MI Policy Document 
The NT policy document65 on MI regulation is the bedrock of our current MI legislative regime. 
Many of the proposals in this document were implemented via the IA and the PPRs. Although 
the NT had preferred a stand-alone act for MI, this did not happen, as will become clearer later. 
The driving force for MI regulation in South Africa can be traced back to the Parliamentary 
Portfolio Committee on Finance in August 2003. This Committee identified concerns about 
the risk of consumer abuse in the informal funeral insurance market.66 Hence the proposal to 
facilitate formalised insurance by informal traders to promote regulated and capitalised 
insurance market.67 
As a point of departure, the NT observed that the whole purpose of MI regulation is to deliver 
risk-managing insurance products designed to meet the needs of lower income households.68 
Central to this is the NT’s objective of consumer protection through appropriate prudential and 
business-conduct regulation, including consumer education interventions that are targeted at 
understanding insurance and its associated risks and benefits.69 
                                                            
59 NT Discussion Document (n 55) 16. Competition and market efficiency has to do with encouraging financial 
service providers to provide their products to as wide a market as possible and to compete in the process.59 
Unnecessary regulatory barriers that prevent the introduction of new businesses and technology (an example of 
collecting premiums via mobile phones network was cited) should be avoided 
60 NT Discussion Document (n 55) 17. The end goal is not only financial inclusion, but the overall development 
of the financial sector. The intention is to encourage innovation and improve the nature and quality of financial 
products. It was suggested that the insurance regulator can support this initiative by providing clear and 
unambiguous regulatory frameworks that support market development 
61 NT Discussion Document (n 55) 17. It was submitted that stability in the insurance market can be achieved by 
ensuing trust in the financial industry by ensuring that financial service providers are appropriately managed and 
deliver on their commitments to clients.  This objective recognises that isolated failures may affect trust in the 
system as a whole. 
62 NT Discussion Document (n 55) 17. Consumer protection entails regulation of market conduct of 
intermediaries, consumer education programmes and ensuring easy access to consumer recourse mechanisms. 
63 NT Discussion Document (n 55) 17. Empowerment does not only refer to ownership and employment equity, 
but also includes empowerment through the design and delivery of financial products to black households that 
were not properly served in the past. It was suggested that the financial regulation should support emerging black 
enterprises in the form of co-operative insurers, emerging black intermediaries and funeral parlours. 
64 NT Discussion Document (n 55) 17. SME development entails that the proposed regulation should be friendly 
to smaller insurers and intermediaries.  It was also interpreted to mean the creation of a conducive environment 
for small insurers to participate in the insurance sector. 
65 National Treasury “The South African Microinsurance Regulatory Framework” (July 2011). (Hereinafter 
referred to as the NT Policy Document). 
66 NT Policy Document (n 65) 5. 
67 NT Policy Document (n 65) 3. 
68 NT Policy Document (n 65) 2. 
69 NT Policy Document (n 65) 4. 
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The National Treasury proposed that MI products should be characterised by systematically 
low risk to enable reduced prudential and market conduct requirements in order to facilitate 
lower cost underwriting and distribution.70 To achieve this, certain product features and 
standards where proposed for MI products.  
The first one was that MI should offer only risk benefits. Risk benefits provide cover against 
the occurrence of a certain risk defined in the policy contract – the occurrence of such risk will 
then trigger a claim in terms of the contract.71 What this means is that there is no savings 
component involved.72 For example, microinsurers will not be able to write sinking fund 
policies, endowment polices, or policies with a cash-back component.73 
Other proposals included, inter alia, that: MI benefits should be subject to a defined financial 
limit;74 there should be a maximum contract term of 12 months;75 initial and subsequent pricing 
should be subject to actuarial certification of premiums;76 waiting periods should be 
restricted;77 exclusions should be prohibited for pre-existing conditions; and that policies must 
be simple and easy to understand.78 Many of these proposals were implemented in the PPRs 
and will be discussed in more detail in chapter 3. 
2.6. Legal and conceptual framework 
2.6.1. The Insurance Act No. 18 of 2017 
The new IA sets prudential standards for the entire insurance industry in the republic. Its 
primary objective is to promote the maintenance of a fair, safe and stable insurance market for 
the benefit and protection of policyholders, by establishing a legal framework for the prudential 
regulation and supervision of insurers and insurance groups.79 The prudential regulation 
facilitates the monitoring and preservation of the safety and soundness of insurers; strengthens 
the protection of current and potential policyholders; increases access to insurance for all South 
                                                            
70 NT Policy Document (n 65) 4. 
71 NT Policy document (n 65) 7. 
72 NT Policy document (n 65) 7. 
73 NT Policy document (n 65) 7. 
74 NT Policy document (n 65) 8. 
75 NT Policy document (n 65) 9. 
76 NT Policy Document (n 65) 10. 
77 NT Policy document (n 65) 12. 
78 NT Policy document (n 65) 12. 
79 Insurance Act, section 3. 
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Africans; promotes broad-based transformation of the insurance industry; and promotes the 
stability of the insurance sector in general.80 
2.6.2. Definition of the business of microinsurance 
Section 1 of the Insurance Act defines a “microinsurance business” as an “insurance business— 
(a) conducted in respect of any of the following classes and sub-classes of insurance 
business set out in Schedule 2—  
(i) life insurance business, classes 1, 3, 4 or 9; and  
(ii) non-life insurance business, in the sub-class personal lines in— 
(aa)  classes 1, 2, 3, 9, 11, 14 or 17; and  
(bb)  class 10, but only to the extent that the insurance obligations    directly relate to the classes 
referred to in item (aa); and 
(b) in the case of life insurance business and class 14 referred to in paragraph         (a)(ii)(aa), 
in respect of which the aggregate value of the insurance obligations relating to each life 
insured under an insurance policy does not exceed the maximum amounts prescribed; 
and 
(c) in the case of non-life insurance business other than class 14 referred to in paragraph 
(a)(ii)(aa), in respect of which the aggregate value of the insurance obligations under 
an insurance policy does not exceed the maximum amounts prescribed; and 
(d) in respect of which the aggregate value of the insurance obligations under all insurance 
policies issued by the same insurer to the same policyholder does not exceed the 
maximum amounts prescribed under paragraphs (b) and (c).”81 
2.6.3. Tables 1 and 2 of the Insurance Act 
Schedule 2 of the Insurance Act groups insurance products into 2 categories: life and non-life 
insurance. Table 1 deals with life insurance and Table 2 deals with non-life insurance. The 
definition of “MI business” sets out specific classes and sub-classes of insurance set out in table 
1 and 2 in respect of which a microinsurer can conduct a MI business. A microinsurer cannot 
                                                            
80 Insurance Act (n 18) section 3. 
81 Insurance Act (n 18) section 1. 
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conduct a MI business on any class or sub-class of insurance save for those that are listed in 
the table below. 
a) Life Insurance 
 
TABLE 1 
 
CLASS  SUB-CLASS 
1. Risk individual death; individual health; individual 
disability lump sum; individual disability 
recurring payment; group death; group health; 
group disability lump sum; group disability 
recurring payment 
3. Credit life  
4 Funeral individual; group 
9. Reinsurance Proportional in respect of a class or sub-class 
referred to above; non-proportional in respect of 
class or sub-class referred to above 
Figure 1.82 
b) Non-life insurance 
TABLE 2 
 
CLASS  SUB-CLASS 
1. Motor  Personal lines 
                                                            
82 Insurance Act (n 18) schedule 2. 
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2. Property Personal lines 
3. Agriculture Personal lines 
9. Legal expenses Personal lines 
10. Liability policies (only to an extent 
that insurance obligations directly 
relate to motor; property; agriculture; 
legal expenses; consumer credit; 
accident and health policies; and 
reinsurance in personal lines). 
Personal 
11. Certain consumer credit Individual- personal lines 
14. Certain accident and health policies Individual- personal lines 
17. Reinsurance Proportional in respect of a class or sub-class 
referred to above; non-proportional in respect of 
class or sub-class referred to above 
Figure 2.83 
2.6.4. MI prudential standards 
There can be no discussion of claims handling without the mention of prudential regulation. 
Prudential regulation ensures that insurers are able to fulfil their obligations. Imagine a 
situation where a policyholder lodges a claim with their microinsurer only to be told that the 
microinsurer is unable to pay out the claim due to bankruptcy? Or worse, a policyholder only 
finds out at claims stage that their “insurer” is actually not an insurer. 
A similar case once came before the Office of the Ombud for Finacial Service Providers in 
Reformed Christian for Truth Church v Merit Legal and Funeral Costs Assistance (Pty) Ltd.84 
The facts of this case are as follows: the complainant had entered into an agreement with the 
respondent in terms of which the respondent was to provide certain funeral benefits to the 
                                                            
83 Insurance Act (n 18) schedule 2. 
84 FAIS 08606/12-13/ NW 2. 
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members of the complainant against payment of a premium.85 The agreement was entered into 
under the impression that respondent was underwritten by a certain South African insurance 
company and that the respondent was licensed by the Financial Services Board in terms of the 
FAIS Act.86 It later turned out that the respondent was not licensed.87 During December 2012 
one of the congregants of the complainant passed on, a claim was lodged and all relevant 
documentation was submitted.88 By 30 April 2013 the claim had not been paid and the insurer 
couldn’t give a certain answer as to when it would be able to pay.89 
 Such situations create a crisis for the poor. It is for this reason that the IA sets minimum 
prudential requirements which all microinsurers have to comply with. It sets out the 
requirements for licensing; limits the scope of MI policies to only risk benefits; and makes 
provision for the limitation on the aggregate value of policy benefits under a MI policy. 
a) Prudential standard: Framework for Financial Soundness of Microinsurers (FSM) 
Microinsurers are required to hold Eligible Own Funds of sufficient quantity to absorb 
significant unforeseen losses arising from the risks associated with the microinsurers’ business 
activities.90 In determining Eligible Own funds both assets and liabilities of a microinsurer will 
be valued and the calculations will be based on a formula.91 The framework incorporates a 
trigger level of Eligible Own Funds relative to required capital, below which regulatory 
intervention will occur.92 
b) Prudential standard: Governance and Operational Standard for MI 
The IA provides that the value of MI policies should not exceed amounts prescribed by the 
Prudential Authority (PA). The PA has indeed accepted this invitation.93 With regards to life 
                                                            
85 Reformed Christian for Truth Church v Merit Legal and Funeral Costs Assistance (Pty) Ltd (n 84) par 5. 
86 Reformed Christian for Truth Church v Merit Legal and Funeral Costs Assistance (Pty) Ltd (n 84) par 5. 
87 Reformed Christian for Truth Church v Merit Legal and Funeral Costs Assistance (Pty) Ltd (n 84) par 18. 
88 Reformed Christian for Truth Church v Merit Legal and Funeral Costs Assistance (Pty) Ltd (n 84) par 9. 
89 Reformed Christian for Truth Church v Merit Legal and Funeral Costs Assistance (Pty) Ltd (n 84) par 15. 
90 Prudential Standards: Framework for Financial Soundness of Microinsurers (1 July 2018) para 4.1(a). 
Hereinafter referred to as FSM. The FSM can accessed here: 
https://www.resbank.co.za/PrudentialAuthority/Insurers/Post%20Insurance%20Act/Legislation%20and%20Reg
ulatory%20instruments/Prudential%20Standards/Pages/Prudential-Standards-1-July-2018.aspx  (28 October 
2019). 
91 FSM (n 90) section 4.1(c). 
92 FSM (n 90) section 4.1(d). 
93 Prudential Standards: Governance and Operational Standards for Microinsurance (1 July 2018). Hereinafter 
referred to as the GOS for MI. The GOS for MI can be accessed here: 
https://www.resbank.co.za/PrudentialAuthority/Insurers/Post%20Insurance%20Act/Legislation%20and%20Reg
ulatory%20instruments/Prudential%20Standards/Pages/Prudential-Standards-1-July-2018.aspx  (28 October 
2019). 
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insurance, the PA has determined that the maximum value of the policy should not exceed 
R100 000 per life insured.94 For non-life insurance the maximum amount was set at R300 000 
per policy.95 These amounts will escalate annually according to Consumer Price Index annual 
inflation rate as determined by Statistics South Africa, from the commencement of the 
prudential standard.96 
Microinsurers are further required to perform an own risk and solvency assessment annually 
when the microinsurer’s risk profile changes or when instructed to do so by the PA.97 The 
purpose for this is to ensure that they meet financial soundness on a continuous basis.98 
2.7. Evaluation 
MI regulation is still on its infant stage in South Africa. There are no court cases at this point 
where the courts have pronounced on MI regulation. What is clear, however, is that MI offers 
an opportunity to lower-income households to manage everyday risks. The prudential standards 
published by the PA offer safeguards to ensure that microinsurers will be able to pay out claims 
as and when they arise. Policyholders therefore have an assurance that their policies will pay 
out when the time comes. 
In addition, the data on financial literacy shows us that financial literacy levels are generally 
lower amongst lower-income groups. Therefore it is necessary that MI products avoid complex 
structures that complicate claims handling. As seen above, some of the measures taken to 
simplify this area of insurance include the limitation of the classes of insurance that a 
microinsurer is allowed underwrite. Only risk-benefits are allowed. Policies with an investment 
objective are completely excluded because they require more complex regulation. 
In conclusion, it is submitted that MI has been designed in such a manner that even those who 
cannot read and write can be assured that their valid claims will be out. 
 
 
                                                            
94 GOS for MI (n 93) section 11.1(a). 
95 GOS for MI (n 93) section 11.1(b). 
96 GOS for MI (n 93) section 11.1. 
97 GOS for MI (n 93) Attachment 2. 
98 GOS for MI (n 93) Attachment 2. 
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CHAPTER 3: THE 2018 POLICYHOLDER PROTECTION RULES AND 
MICROINSURANCE 
3.1. Introduction 
The PPRs are consumer protection measures promulgated in terms of section 62 of the LTIA 
and section 55 of the STIA.99 While the IA deals with the prudential regulation of the business 
of MI, the PPRs focus exclusively on market conduct. It is said that market conduct looks into 
how persons involved in the financial sector conduct themselves and their businesses in relation 
to clients, customers, and each other, with a focus on fairness and integrity.100 Millard describes 
market conduct as the manner in which financial service providers conduct their business, 
design and price their products, and treat their customers.101 The PPRs have been amended 
numerous times since their inception in 2004 to provide adequate protection to 
policyholders.102 In 2018 the PPRs were again amended to introduce the new rule 2A dealing 
with MI. In this chapter I investigate how these rules have simplified the insurance arena for 
consumers of MI at every stage of the product life cycle to ensure fairness and simplicity in 
claims handling. 
3.2. The purpose of the PPRs 
The 2018 PPRs were introduced to infuse fairness in insurance contracts. Millard argues that 
it was the legislature’s intention, with the latest amendments, to incorporate the “Treating 
Customers Fairly” principles in the PPRs.103 Part of the insurers’ obligations to achieve fairness 
has to do with the simplification of the claims handling process for MI consumers. Insurers are 
now required to put appropriate policies in place to achieve the fair treatment of customers.104 
This includes putting in place a claims handling process that is not complicated, easy to 
understand and plain.105 
 3.3. MI market conduct regulation: 2018 PPRs (LTIA) 
3.3.1. Product design 
                                                            
99 Millard “CoFI and T(CF): Further along the road to Twin Peaks and a fair insurance industry” 2018 THRHR 
380. 
100NT TCF (n 17) 10. 
101 Millard “The impact of the Twin Peaks Model on the Insurance Industry” 2016 PER/PELJ 2. 
102 Millard (n 99) 380. 
103 Millard (n 99) 381. 
104 Rule 1.4 (STIA/LTIA). 
105 See the definition of simple; simplicity and simplification in the Oxford Advanced Learner’s Dictionary (2010) 
1384. 
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The product design of an insurance product has an impact on the complexity of the claims 
handling process.106 Radermacher and Brinkman describe the insurance product design as “the 
benefits offered to an insured party, contingent on the risk occurring and the price charged for 
the risk cover offered.”107 Churchill argues that a simplified product design will assist the 
claims handling process in MI.108 Understanding exclusions and limitations of an insurance 
product can be more challenging to MI consumers due to lower financial literacy109. Therefore 
with MI, one ought to always think of the steps policyholders will have to go through to submit 
a claim.110 For example, where a product feature is characterised by multiple exclusions the 
claims process will be more complex.111 Short and simple product design with little or no 
exclusions is thus important for creating transparency and allowing MI consumers to make an 
informed choice.112 
Rule 2A introduced new product features and standards for MI products. It is submitted that 
these product standards will ease the complexities that are often encountered in claims 
handling. They will also ensure that a large chunk of claims lodged by MI consumers are 
successfully paid out. 
3.3.1.1. Limitation on exclusions 
The 2018 PPRs stipulate that MI policies underwritten under the funeral class of life insurance 
business may not impose any exclusions for a pre-existing health condition other than through 
a waiting period.113 Pre-existing health conditions are those health conditions that are already 
in existence prior to the inception of the policy. 
It would seem that the only exclusion permitted under a MI policy underwritten under the 
funeral class is one for suicide.114 This exclusion however may not exceed 12 months from the 
inception date of the policy.115 The suicide exclusion will not apply after 12 months has elapsed 
from the date of the inception of the policy.116 
                                                            
106 Rendek et al (n 3) 5. 
107 Radermacher and Brinkham “Insurance for the Poor?” 2012 J.Bus.Ethics 70. 
108 Churchill (n 1) 235. 
109 Randermacher et al (n 107) 70. 
110 Churchill (n 1) 235. 
111 Churchill (n 1) 236. 
112 Randermacher et al (n 107) 70. 
113 Rule 2A.7.1 (LTIA). This rule extends to funeral policies offered by traditional insurers. 
114 Rule 2A.7.2 (LTIA). This rule extends to funeral policies offered by traditional insurers. 
115 Rule 2A.7.2 (LTIA). 
116 Rule 2A.7.3 (LTIA). 
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Exclusions have been at the heart of insurance disputes since time immemorial.117 
Randermacher argues that where there are little or no exclusions in insurance policies even the 
most illiterate amongst us will be able to understand exactly what is covered by the insurance 
contract.118 The fact that there are no exclusions in MI policies underwritten under the funeral 
class of the MI business is something that we should all applaud. Disputes relating to exclusions 
in this class of MI are a thing of the past. With exclusions as bygones, what lies ahead is a 
simple claims handling process for MI consumers. 
The tricky part is that a complete ban on exclusions only applies to one class of MI policies. 
This means that exclusions are still applicable in respect of MI life policies underwritten under 
Table 1: class 1, 3 and 9 of schedule 2 of the IA. Claims handling cannot be said to be simplified 
by exclusions in that respect, except to the extent that complex exclusions will be mitigated by 
the insurer’s duty to disclose as discussed below. 
Exclusions for suicide also have the potential to complicate claims handling as seen in Hollard 
Life Assurance Co Ltd v Van der Merwe NO,119 however, one finds comfort in the fact that 
even this particular exclusion has been restricted to only 12 months from the inception of the 
policy, after which it does not apply. It is submitted that with this restriction, the outcome can 
only be an easy claims handling process for both microinsurers and MI policyholders. 
3.3.1.2. Limitation on waiting periods 
MI policies are barred from imposing waiting periods120 exceeding the shorter of one quarter 
of a term of the policy or six months in respect of policy benefits payable on the happening of 
death, disability or health event resulting from natural causes.121 A waiting period is completely 
prohibited in respect of policy benefits payable on the happening of death, disability or health 
event resulting from an accident.122 Credit life MI policies may only impose waiting periods 
                                                            
117 See St Paul Insurance Co. SA Ltd v Eagle Ink System (Cape) (Pty) Ltd (300/08) [2009] ZASCA 53; 2010 (3) 
SA 647 (SCA) ; [2009] 4 All SA 46 (SCA) (27 May 2009); Mechanised Equipment Sales (Pty) Limited v Lion of 
Africa Insurance Company Limited (32874/2013) [2015] ZAGPPHC 757 (14 August 2015); Allianz Insurance 
Ltd v RHI Refractories Africa (Pty) Ltd (616/06) [2007] ZASCA 174; [2007] SCA 174 (RSA); 2008 (3) SA 425 
(SCA) (3 December 2007); and Papagapiou v Santam Ltd (58/2005) [2005] ZASCA 140 (30 November 2005). 
118 Radermacher (n 107) 70. 
119 2006 4 All SA 333 (SCA). See also the case discussion in Reinecke et al at page 258. In this case the insurance 
contract released the insurer from liability for claims relating to “suicide, self-inflicted injury or self-inflicted 
illness, whether intended or not, or voluntary exposure to danger or obvious risk of injury.” The insured died after 
he accidentally shot himself without any intent. The court held that insurer was correct in repudiating the claim 
for the insured’s death because the exclusion included self-inflicted injury, whether intended or not. 
120 Section 2 of the PPRs (LTIA) “waiting period” means a period during which a policyholder is not entitled to 
policy benefits. 
121 Rule 2A.6.1 (LTIA). 
122 Rule 2A.6.2 (LTIA). 
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allowed for in regulation 4 in terms of the National Credit Act.123 Waiting periods cannot be 
imposed in certain circumstances.124 
Before a claim can be paid out, the insurer will usually want to satisfy itself that such a claim 
doesn’t fall within a waiting period. The fact that waiting periods are completely prohibited in 
certain circumstances will definitely make claims handling simpler. Claims handlers will be 
disabused from the painful process of trying to calculate time periods to determine the validity 
of some MI claims. Moreover, the fact that waiting periods have been shortened means that MI 
consumers are now less likely to submit claims that fall within the waiting period. The outcome 
of this will be faster claims processing and quicker pay outs, to the benefit of MI consumers. 
3.3.1.3. 12 months contract term 
MI policies only have a contract term of up to 12 months.125 The rationale for this is to allow a 
lighter regulatory regime.126 The shorter the contract term of an insurance policy, the easier the 
claims handling process becomes.127 One of the things considered when handling claims is the 
question whether the insured event occurred during the currency of the contract.128 The reason 
for this is that where an insurance contract is described with reference to time, the insurer bears 
the risk for such limited period.129 The limitation of MI contracts to 12 months means that a 
microinsurer is only liable for that 12 months. Any period that falls outside of the 12 months 
will not feature in determining the validity of a MI claim. Hence the claims handing process 
will become simpler. 
3.3.1.4. Other product features that will assist to simplify the claims handling process in non-
life MI 
Where a MI policy offers a policy benefit which is expressed otherwise than a sum of money, 
the policyholder is entitled to demand that such a policy benefit be provided as a sum of 
                                                            
123 Rule 2A.6.3 (LTIA). 
124 Rule 2A.6.5 (LTIA). Where a policyholder or member confirms that, at least 31 days before entering into a 
new MI policy with that insurer, the policyholder or member had a policy with another insurer; same risks and 
same lives were covered under the previous policy; and a waiting period was completed by the policyholder or 
member in respect of the previous policy. 
125 Rule 2A.4.1 (LTIA). 
126 NT Policy Document (n 65) 10. 
127 Pretorius v Kaltwasser 1998 (1) SA 721 (SCA). In this case the insurance contracts failed to specify the period 
of insurance. The legal issue before the court was whether the event insured against had occurred during the 
currency of the policy or after its termination.  The court held that because there was no defined period in either 
policy, as long as the insured is prepared to pay the premiums the underwriter and the insurer are obliged to grant 
the benefits described in the respective policies. 
128 Reinecke et al (n 25) 320. 
129 Reinecke et al (n 25) 267. 
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money.130 The monetary benefit must be equal in value to the policy benefit that would have 
been provided under the policy.131  
Claims handling can become complex where a policyholder demands that a benefit that is 
expressed otherwise than a sum of money be provided as a sum of money. The reason for this 
complexity is that experts must be deployed to value the benefits in monetary terms. It is 
submitted that the legislature’s intervention through this rule will see a simple and smooth 
claims handling process in the MI arena. From the inception of the policy, the policyholder 
will have to be told how much the monetary option will be. 
The PPRs stipulate that contractual terms of a MI policy may not be changed during the first 
12 months after the inception of the policy unless the microinsurer can demonstrate certain 
things.132 
There can be no doubt that where a contract of insurance offers some kind of stability with 
regards to the rights and duties of the parties, it will result in a simple and fair claims handling 
process as all the parties will be familiar with what is expected of them. Contract terms that are 
changed multiple times are most likely to lead to disputes and confusion at the claims handling 
stage. 
3.3.2. Promotion and Marketing 
One of the prevalent hardships that are mostly confronted in MI is the lack of insurance 
education amongst the target group.133 The misinformation by insurance sales persons can lead 
to a bumpy claims handling process which results to low claims ratio.134 The proper advertising 
and marketing of MI products has the potential to help simplify claims handling.135 In fact, 
Randermacher and Brinkmann argue that MI consumers should be informed as early as the 
                                                            
130 Rule 2A.4.4 (LTIA). 
131 Rule 2A.4.4 (LTIA). 
132 Rule 2A.5.1 (LTIA). The insurer must demonstrate there exists reasonable actuarial grounds to do so; or such 
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11.6.5. 
133 Randermacher et al (n 107) 71. 
134 IAIS (n 5) 33. 
135 Oosthuizen v Castro (Centriq Insurance Company Lts as Third Party) 2017 4 All SA 876 FB. In this case, the 
plaintiff, upon becoming a widow, was paid out the proceeds of her husband’s life insurance policy. On the advice 
of a Financial Service Provider, the plaintiff invested an amount of 2 million from the proceeds of her husband’s 
life policy. The funds were invested with an investment scheme which later turned out to be a pyramid scheme. 
The plaintiff only received an amount of R1400 from the investment. She received no further interests or 
dividends, and ultimately lost the total amount of the capital. The court noted that one of the plaintiff’s 
vulnerabilities was caused by lack of experience of financial products or markets. 
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marketing phase how to lodge a claim for their benefits from their insurers.136 Churchill is 
however of the view that giving potential policyholders information on the premium, benefits 
and claims procedures is simply not enough as many MI consumers lack the basic 
understanding of insurance and risk management.137 
Millard and Kuschke correctly observed that the problem with misleading advertising138 in 
insurance has to do with the fact that insurance products are credence goods.139 So unlike shoes 
and coffee beans, credence goods and services are of such a nature that their quality can only 
be established at some cost after sale. This is usually at the last stage of the product life cycle, 
claims handling.140 It is thus important to tender correct information and not mislead the public 
when advertising insurance products.141 
The advertising and marketing of insurance products falls squarely under the FAIS Act 
legislative regime.142 Nonetheless, the 2018 PPRs also contain specific provisions relating to 
advertising. This research is limited to the regulation of advertising and marketing in terms of 
the PPRs, and considers their potential to make claims handling easier for MI consumers. 
In terms of the PPRs, advertisements for insurance must employ the use of plain language.143 
The terms of the policy must be explained.144 Moreover, advertisements are required to be – 
factually correct;145 provide a balanced presentation of key information;146 and not be 
misleading.147  
It is submitted that part of the key information that should be incorporated into insurance 
advertisements is information relating to the claims handling process. MI consumers should be 
informed early about the steps they will need to take to successfully claim their benefits. 
                                                            
136 Radermacher and Brinkmann (n 105) 71. 
137 Churchill (n 1) 42. 
138 Section 2.1 of the PPRs define advertising as –  “any communication published through any medium and in 
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Rule 10.4.8 provides that an advertisement, when examined as a whole, must not be construed 
in such a way as to lead an average targeted policyholder to any false conclusions he or she 
might reasonably rely upon. Advertisements must also not be designed to exaggerate the need 
for urgency which could encourage an average targeted policyholder to make unduly hasty 
decisions.148 Moreover, insurers now have a duty to correct and takes steps to mitigate against 
misleading advertisements whether by a representative of an insurer or a person unrelated to 
the insurer.149 
It is clear that the 2018 PPRs impose strict regulations when it comes to advertising. An insurer 
is now required to take steps to mitigate the damage caused by misleading advertising even 
where such a misleading advertisement is made by a third party unrelated to the insurer. It is 
submitted that where MI consumers are fed accurate information about the different types of 
insurance products, they will be in a better position to choose products which will satisfy their 
needs. This will prevent unnecessary disputes during claims handling, and ultimately, ensure 
that claims are paid on time. The expectations of MI consumers will thus be balanced with the 
end product they will receive after lodging a successful claim. 
3.3.3. Advice 
“Advice”150 is defined in the FAIS Act. The PPRs only go as far as to regulate intermediary 
agreements concluded between insurers and intermediaries. The NT Policy Document 
proposed that the current FIAS legislative regime be retained under MI. Moreover, it was 
suggested that the cost of providing advice should at all times be balanced with the need to 
keep premiums as low as possible. 
The role of intermediaries has to do with rendering financial services to clients in order to 
bridge the gap between the clients’ lack of knowledge and the expertise required to get the 
most out of increasingly sophisticated markets.151 Intermediaries act as middlemen between 
                                                            
148 Rule 10.4.12 (LTIA). 
149 Rule 10.3.4 (LTIA). 
150 Section 1(1) FIAS Act - “Any recommendation, guidance or proposal of a financial nature furnished, by any 
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151 Ramchander “Measuring consumer knowledge of life insurance products in South Africa” 2016 
S.Afr.J.Bus.Manage 68. 
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the insurer and the client in the form of financial advisors and insurance brokers.152 It is 
therefore important that they are suitably qualified and that they are able to advice clients to 
pick correct products, especially in cases of MI, where policyholders do not have any previous 
experience to rely on. 
The nature of financial products is such that the unsuitability of the advice given to clients 
usually manifests at a later stage. This is illustrated by the FAIS Ombud case of Neil Venter v 
Daija Investments CC t/a AB Insurance Broker & Bayat153 where the policyholder was not 
properly advised on the policy condition relating to the testing of a tracking device which was 
installed on his Toyota Hillux 2.7.VT. After the theft of his Toyota, the complainant’s claim 
was repudiated by the insurer on the basis that he had failed to install and maintain a tracker 
on the vehicle which resulted in a bridge of a warranty in terms of the contract.154 The 
complainant then lodged a claim against the intermediary on the basis that it had failed to 
adhere to provisions of the FAIS Act and its negligent failure to disclose a material condition 
relating to the tracking device.155 
The FAIS Ombud found that it is the duty of the intermediary to disclose all material conditions 
of a policy and explain to the complainant the consequences of not complying with that term.156 
It was found that the respondent never sought pertinent details from the complainant for 
purposes of advising him.157 The FAIS Ombud was shocked as to how the respondent could 
justify being a licensed Financial Service Provider when he has no regard for the FAIS Act.158 
Rule 12.2.1(a) of the PPRs (LTIA)  stipulates that an insurer may only enter into an 
intermediary agreement159 with an independent intermediary who is licensed as a Financial 
Service Provider (FSP) and who is authorised to render financial services in respect of the 
policies that are offered by the insurer in accordance with section 8 of the FAIS Act. 
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Furthermore, all insurers are obliged to take reasonable steps to satisfy themselves that the 
independent intermediary, and where applicable, any person rendering services as an 
intermediary on behalf of the independent intermediary, meets the FAIS product knowledge 
competency requirements in respect of policies offered by the insurer.160 
An intermediary who has entered into an intermediary agreement with an insurer must, at their 
written request, be provided with all information reasonably required to comply with any 
disclosure or other requirements binding on the intermediary in terms of the FAIS Act or any 
other law.161 This information must also be given to an intermediary mandated by the 
policyholder who may not be in the intermediary agreement with the insurer.162 
The FAIS regime creates a mechanism wherein intermediaries can be held accountable for 
incorrect advice. The PPRs extend that mechanism so as to allow policyholders to hold insurers 
liable in terms of the PPRs where, for example, the insurer did not comply with their duty to 
verify if the intermediary complies with the FAIS product knowledge competency 
requirements. 
The purpose of these rules is very clear. The intermediary is best suited to advice the 
policyholder on the implications of any information relating to their MI policy. It is reasonable 
to expect insurers to give them information relating to the policy to be able to properly execute 
this function. 
More is expected from insurers now. The insurer cannot just rely on the independent 
intermediary’s word. The PPRs impose a positive duty on all insurers to dig deeper and satisfy 
themselves that an intermediary is properly licensed. The involvement of insurers in this 
segment of the product life cycle will minimize non-compliance with material contractual 
terms. Ultimately, all this will lead to a smooth, simple and fair claims handling process for MI 
consumers. 
3.3.4. Point of sale 
Insurance contracts are contracts in good faith.163 Good faith is concerned with pre-contractual 
negotiations and applies to both the person seeking insurance and the insurer.164 The duty of 
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good faith is directly related to the duty of disclosure.165 The insurer requires extensive 
information about, and awareness of, the facts affecting the risk in point.166 Where the person 
seeking insurance fails to disclose material facts that affect the assessment of the risk by the 
insurer, the insurer is entitled to repudiate the contract.167 
The non-disclosure of material facts is usually unearthed during claims handling, often to the 
detriment of the policyholder. To make claims handling easier for MI consumers, one ought to 
make sure that MI consumers know exactly what to disclose. The insurer is best placed to 
determine what is important for the purposes of risk assessment. Gongalez et al observe 
(correctly) that in the MI context it is usually the seller who has more information about the 
product than the buyer.168 The 2018 PPRs impose extensive obligations to insurers when it 
comes to disclosure. The duty placed on insurers to disclose material facts will result in a simple 
and fair claims handling process for MI consumers. 
Before the inception of an insurance contract rule 11.4.2 requires an insurer to provide a 
policyholder with certain crucial information which includes, inter alia, the following, namely: 
the type of policy and a reasonable and appropriate general explanation of the appropriate 
policy;169 the nature and extent of policy benefits, including where applicable, the date when 
the insurance cover begins and ends and a description of the risks that are covered by the 
policy;170 details of significant exclusions or limitations;171 any obligation to disclose material 
facts, including information to ensure that the policyholder knows what must be disclosed;172 
the right to request telephonic disclosures;173 and the right to complain.174 
In determining the information to be disclosed the insurer must consider the factually 
established or reasonably assumed knowledge or experience of the policyholder or average 
targeted policyholder at whom the information is targeted;175 the terms and conditions of the 
policy, including benefits, exclusions, limitations, conditions and its duration;176 policy’s 
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overall complexity;177 and whether the same information has been provided to the policyholder 
previously, and if so, when.178 
The 2018 PPRs basically require insurers to provide policyholders with all essential 
information from the onset to enable them to make an informed decision. If MI policyholders 
know exactly what the policy covers and what it is they are expected to disclose, and the 
consequences of not disclosing then one can expect a simple claims handling process. The 
extensive disclosure requirements placed on insurers will reduce the number of repudiations. 
It is submitted that where MI consumers are clear about what needs to disclosed, and also, the 
consequences of not doing so, many of them will make a full and frank disclosure. This will 
ultimately result in a smooth claims handling process for all the parties.  
What is also notable is the requirement that policyholders must be given information relating 
to the duration of the policy – the specific date when the cover begins and when it will end. 
This will prevent policyholders from submitting claims that are no longer covered by the 
policy.  
3.3.5. Information after point of sale 
At this phase a MI contract would have come into existence. Again, to ensure a simple claims 
handling process, the PPRs provide that certain information should be disclosed to a 
policyholder after the sale of an insurance product. This information will help make claims 
handling simpler for all the parties involved. 
For example, the policyholder must be given – evidence of cover;179 information on the timing 
and manner which the policy benefits will be made available in future;180 comprehensive details 
of any restriction to policy benefits;181 comprehensive details on the amount of the premium 
and who it is to be paid to;182 comprehensive details of all exclusions or limitations, including 
prominent disclosures contemplated in rule 10.15 of any significant exclusions or 
limitations;183 and information on the policyholder’s right to claim benefits, including 
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conditions under which a policyholder can claim and the contact details for notifying the 
insurer of the claim.184 
The policy document and information explaining the exclusions, benefits and claims process 
are a necessity to reduce the repudiation of claims.185 Where policyholders understand the 
policy restrictions – what is covered and what is not – they are unlikely to submit claims for 
benefits that are excluded by the policy.186 
The requirement that information relating to premiums must also be disclosed also has the 
potential to simplify claims handling. A MI policyholder who doesn’t know the exact amount 
of the premium and to whom such a premium must be paid is most likely to face a difficult 
claims handling process. 
Churchill makes an example of one MI firm that had a low claims ratio, only to realise later 
that many policyholders were eligible to make claims but they did not submit them.187 The MI 
firm then initiated the after-sales service campaign to help policyholders to successfully submit 
their claims. 
It is submitted that the introduction of the post-sale service in the 2018 PPRs can be expected 
to lead to a simple and easy claims handling process. 
3.4. MI market conduct regulation: 2018 PPRs (STIA) 
3.4.1. Product design 
All the submissions I have made above with regards to the link between simple product features 
and a simple claims handling procedure also apply here. The 12 months contractual term limit 
is equally applicable here. 
3.4.1.1. Average clauses 
The average principle does not apply to MI policies.188 An average clause is a contractual 
provision that seeks to limit the insurer’s liability.189 The effect thereof is that in the event of 
under-insurance (where the market value of the insured property is greater than the sum for 
which such property is insured), the insurer’s liability will be limited to a rateable proportion 
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of the insured’s loss.190 Meaning that the insured will have to carry a portion of the loss or 
damage himself. 191  
These clauses have been shown to be complex and have been a subject of litigation for many 
years.192 The exclusion of average clauses from MI contracts will result in a more fair and easy 
claims handling process for MI consumers.193 
3.4.1.2. Exclusions 
As a general rule, exclusions or risk limiting provisions in non-life MI policies are prohibited 
where the aggregate value of the policy benefits is R120 000 or less.194 This general rule does 
not apply to exclusions relating to unlawful conduct, where there is a direct link between the 
cause of loss and the unlawful conduct;195 special risks referred to in the SASRIA Act 134 of 
1998;196 the condition of any asset insured at the inception, excluding conditions relating to 
wear and tear of the asset;197 the maintenance and usage of the insured asset under a policy that 
insures against unforeseen mechanical and electrical component failure;198 consequential 
loss;199 or any combination of the above.200 
Although non-life MI policies with an aggregate value of R120 000 or less, are allowed to 
impose exclusions, there is a limited category of permissible exclusions. The risk of a complex 
claims handling process remains in this regard, however, such risk is minimised. For example, 
if a policyholder is insured under a non-life MI policy with a clause that extinguishes the 
insurer’s liability where the risk materialised as a result of intoxication, the insurer will be 
barred from repudiating the policy even if the policyholder was intoxicated at the time relevant 
time if the insured risk materialised as a result of something unrelated to the policyholder’s 
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intoxication. It is submitted that this will ensure a fair claims handling process that is geared 
towards protecting MI consumers. 
MI policies with benefits exceeding R120 000 may impose exclusions, however, where such 
exclusions are found to unreasonably erode the benefits under the policy;201 render the policy 
unsuitable for MI consumers;202 or they compromise the consistent delivery of fair 
outcomes;203 they will be of no force or effect. 
The problem is that the 2018 PPRs (STIA) employ a very vague language that is open to many 
interpretations. We are not told in what circumstances an exclusion will be regarded as eroding 
the value of the policy benefits for example. Having said that, it is submitted that the conditions 
set out in rule 2A.7.2 can be utilised to infuse fairness in the claims handling processes. This 
rule has the potential to reverse unfair repudiations on the basis of exclusionary clauses. It is 
submitted that this will lead to a more simple claims handling process. 
3.4.1.3. Excess 
A non-life MI policy may only provide one standard excess204 per risk event covered under a 
particular class of non-life insurance business referred to in Table 2 of Schedule 2 of the IA.205 
Where a MI policy provides for excess, such excess must be disclosed to a policyholder or 
potential policyholder.206 Moreover, rule 2A.8.3 demands that where any excess is payable 
under a non-life MI policy in respect of which the aggregate value of the policy benefits is 
R120 000 or less, the excess may not exceed the lower of 10% of the value of policy benefit, 
payable for the risk event as set out in the policy;207 or R1 000.208 Lastly, any excess payable 
under a MI policy in respect of which the value of the policy benefits exceed R120 000, may 
not exceed 10% of the value of the policy benefits, payable for the risk event as set out in the 
policy.209 
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The incorporation of excess clauses in insurance contracts generally presents a challenge.210 
Although the PPRs (STIA) require that such clauses be disclosed to policyholders, the 
complexity they present when claims are processed remains. One can however find comfort in 
the fact that excess payable in respect of a MI policy with the value of R120 000 or less has 
been restricted to 10% of the value of the policy, or R1 000. As a result, excess clauses that are 
exploitative in nature will be a thing of the past. It is submitted that such a restriction presents 
an opportunity to simplify claims handing with regards to the calculation of payable excess. 
3.4.2. Promotion and Marketing; Advice; Point of Sale; and Information after point of 
Sale. 
Everything discussed under the 2018 PPRs (LTIA) relating to promotion and marketing, 
advice, point of sale and information after point of sale, is similarly applicable under the 2018 
PPRs (STIA). 
3.5. Evaluation 
This chapter illustrates that everything that happens at any stage of the product life cycle of an 
insurance product has the ability to either simplify or complicate claims handling. The 2018 
PPRs recognise that insurance relationships are generally not equal. On the one hand you have 
a giant insurer with all the financial muscle, and on the other hand, you have a policyholder 
who occupies a vulnerable position with no bargaining power. 
The PPRs attempt to make claims handling easier for MI consumers through the product 
standards in rule 2A. Complex concepts that complicate claims handling, namely exclusions, 
excess, average, and waiting periods are either completely excluded or heavily restricted. 
Advertisements are heavily regulated to ensure that the right products are sold to MI 
consumers. Furthermore, prospective policyholders are expected to be given sufficient 
information to understand the essentials of insurance. This will result in simple claims handling 
process for MI consumers as they will know in advance what claims entails and who to contact 
when they want to make a claim. 
Where advice is given to policyholders, insurers are now required to ensure that such advice is 
suitable. This will help simplify claims handing in the sense that the insurer’s expectations will 
be balanced with the information given to the policyholder. 
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Insurers are now obliged to disclose certain crucial information to policyholders before the 
inception of the insurance contract. They must make sure that policyholders understand exactly 
what must be disclosed. Less MI policies will be repudiated for non-disclosure of material 
terms. 
Lastly, the 2018 PPRs now require on-going disclosure in relation to the policy after the 
conclusion of the insurance contract. This will assist policyholders with any difficulty they 
encounter throughout the lifespan of the policy. Information about claims handling should be 
disclosed to policyholders at an early stage. Where MI consumers understand everything about 
their policy, the results are most likely to be a simple and fair claims handling process. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
40 
 
CHAPTER 4: CLAIMS HANDLING 
4.1 Introduction 
As was stated at the outset of this discussion, the most crucial aspect for any MI operations is 
claims processing. Claims handling offers a microinsurer the best opportunity to demonstrate 
the value of insurance.211 It is for this reason that this paper investigates whether the 2018 PPRs 
provide for a simple and fair claims handling process for MI consumers. If badly dealt with, 
the claims process can undermine the policyholder’s trust in the insurer.212 In fact, as far back 
as 1966, Merh and Cammack argued that a company that consistently underpays legitimate 
claims will soon be without customers, and this is still true.213 The insurer must therefore take 
precautions to guard against fraudulent claims, while still paying legitimate claims 
timeously.214 This is due to the fact that to most persons, insurance companies are seen as 
institutions whose only purpose is the payment of claims.215 The Organisation for Economic 
Cooperation and Development (OECD) also observed that claims management is the core issue 
for the protection of insurance policyholders and that the majority of complaints from 
policyholders focus primarily on claims management.216 
4.2. The vesting of an insurance claim: indemnity insurance (non-life) 
Indemnity insurance is what we now refer to as non-life insurance. It basically refers to an 
insurance contract where the insurer will indemnify the insured for patrimonial loss or damage 
suffered as the proximate result of the happening of the event insured against.217 The primary 
obligation of an insurer – to indemnify the insured – is subject to the happening of the event 
insured against.218 If the insured event in fact occurs during the lifespan of the particular 
contract, the obligation to indemnify the insured for the actual loss suffered becomes vested.219 
It is after this vesting event that the insured can be said to have acquired a right against the 
insurer to “claim” indemnification.220 
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4.2.1. Requirements for the vesting of a particular claim 
Reinecke et al summarised the requirements as follows: “there must be a valid insurance 
contract; any suspensive condition to which the contract may have been subject, must have 
been fulfilled and, specifically, the peril insured against must have occurred; the peril insured 
against must have occurred during the currency of the contract; the insured must have suffered 
a loss; and the loss suffered must have been proximately caused by the peril insured against.”221 
It is the insured who must prove all these requirements by “bringing his claim within the four 
corners of the promise made to him.” 222  
4.2.2 Enforcement of claims 
How does one enforce an insurance claim? The point of departure is that one ought to observe 
any special terms which regulate the institution and enforcement of claims against an insurer.223 
This means that the policy holder must observe both macro and micro law. Macro law would 
entail the PPRs and micro law would entail contractual provisions regulating claims that have 
been agreed upon by the parties 
4.2.3. Quantification of insured’s claim 
The insurer is only liable for damage or loss proximately caused by the peril insured against.224 
Quantification is primarily concerned with the value of assets that may be an object of 
insurance.225 Where there is a total loss of the asset, the value of the asset prior to the event is 
the only relevant value.226 The insured must prove the extent or amount of his loss.227 The 
application of average and excess clauses further complicate the quantification process.228  
4.3. Non-indemnity claims 
In a non-indemnity insurance contract, the insurer binds himself to pay a specified – ascertained 
amount or (periodical) amounts to the insured on the happening of the event insured against.229 
Indemnification here does not depend on patrimonial loss and the insurer’s obligations are not 
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determined with reference to any loss the insured might have suffered. Life insurance falls into 
this category. 
The requirements for the vesting of a claim here are the same as the ones discussed under 
indemnity insurance.230 The only difference is that under non-indemnity insurance, loss must 
be interpreted to mean non-patrimonial loss.231 
4.4. What would a simple and fair claims handling process entail for MI consumers? 
Zimmerman and Magnoni submit that an appropriate claims handling process for MI has to at 
least provide for accessible, understandable and flexible procedures and documentation 
requirements for submitting and supporting a claim, bearing in mind the need to flag and arrest 
fraudulent claims.232 MI consumers must receive detailed notification of acceptance or 
repudiation of claims timeously, including requests for additional documentation or 
information.233 Claims should be paid timeously and there should be a working complains 
mechanism that allows MI consumers to seek redress for rejected claims, through either 
internal and/or external channels.234  
Churchill also argues that the solution lies in simple claims handling documentation 
requirements, easy administrative processing, clear administration channels and timing.235 It is 
submitted that where the claims handling process envisaged by the PPRs incorporates these 
principles, or at least, provides a fertile ground for their implementation, the outcome will be a 
fair and simple claims handling process for MI policyholders. 
4.5. 2018 PPRs and MI claims handling: what is in the rules that makes claims handling 
easier for MI consumers? 
4.5.1. Disclosure requirements 
The PPRs require insurers to disclose certain information regarding claims to policyholders. 
Microinsurers are required to disclose to claimants the type of information required when one 
lodges a claim.236 Moreover, information relating to where, how and to whom a claim and 
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related information must be submitted must be made available to claimants.237 Any time limit 
applicable with regards to the submission of claims must also be disclosed.238 The rules also 
require an insurer to disclose excess to be paid by the claimant;239 the details of any 
administration fee payable by the claimant;240 and any other relevant responsibilities of the 
claimant.241 
It is submitted that the duty placed on insurers to disclose the above-mentioned will, without a 
doubt, result in a simple claims handling process for MI consumers. It would be difficult for 
one to meet any time limits applicable with regards to the submission of claims if they are not 
cautioned about their existence, or where they do not know where and to whom to submit a 
claim. The fact that the PPRs require insurers to inform policyholders of these crucial details 
will result in a more fair and easy claims handling process. 
4.5.2. The establishment of a claims management framework (CMF) 
Rule 17 mandates insurers to “establish, maintain and operate an adequate and effective CMF 
to ensure the fair treatment of policyholders and claimants that –  is proportionate to the nature, 
scale and complexity of the insurer’s business and risks;242 is appropriate for the business 
model, policies, services, and policyholders and beneficiaries of the insurer;243 enables claims 
to be assessed after taking reasonable steps to gather and investigate all relevant and 
appropriate information and circumstances, with due regard to the fair treatment of 
claimants;244 address and provide for, at least the matters provided for in rule 17.2.1.”245 
Churchill argues that a poor CMF would discredit MI for years.246 The CMF will make claims 
handling easier for MI consumers as insurers are now obliged to consider whether their claims 
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structure is suitable for policyholders, in this case MI policyholders. It submitted that flexible 
rules should be put in place to cater for MI consumers. For example, less formal documents 
should be used for purposes of lodging a claim. This will ensure a friendly claims experience 
for MI consumers and will curb the influx of technical disputes. 
Some of the notable requirements for the CMF are that it must provide for “documented 
procedures which clearly define the escalation and decision-making, monitoring and oversight 
and review processes within the claims management framework.”247 
This means that where the policyholder is not satisfied with the way their claim has been 
handled, the policyholder will have a clear idea as to where to go next. A claims handling 
process where policyholders are not informed of the chain of command can be complex and 
will not be suitable for MI consumers. 
Insurers are also required to put mechanisms in place to prevent conflict of interest when it 
comes to claims assessment or behaviours which could threaten the fair treatment of 
customers.248 The purpose is to ensure objectivity and impartiality in claims handling.249 
Lastly, insurers are now required to monitor and analyse claims to identify risks and trends, 
and take action on those risks and trends.250 This means that insurers must identify things that 
complicate claims or lead to repudiations and then take action to remedy the situation. This is 
a big step forward in an attempt to simplify claims handling for MI consumers. It is submitted 
that this procedure will lead to less problems in claims handling in the near future. 
4.5.3. Decisions regarding claims 
Rule 2A introduced a special claims handling procedure for MI. This was an attempt to 
distinguish MI products from traditional insurance, and to a certain extent simplify claims 
handling for MI. 
In terms of rule 2A.9.1 a microinsurer must, within 2 business days after all the required 
documents in respect of a claim under a MI policy have been received, assess and make a 
determination whether the claim is valid and take one of the following 3 steps: authorise 
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payment of the claim; repudiate the claim; or dispute the claim and notify the claimant of the 
dispute. 
The 2 business day period will only start to run once the claimant has supplied the insurer with 
the necessary proofs and evidential material as the insurer might require.251 A microinsurer is 
therefore not obliged to take any action contemplated in rule 2A.9.1 before the claimant 
submits the required documents. 
If a microinsurer disputes a claim within 2 business days as required by rule 2A.9.1(b)(iii), rule 
2A.9.2 requires a microinsurer to take certain further steps within 14 business days after the 
expiry of the 2 business days. Here the microinsurer may further investigate the claim; the 
microinsurer must make a decision whether the claim is valid or not; and must pay or repudiate 
the claim. 
The procedure prescribed here differs fundamentally with the one prescribed under rule 17 
wherein an insurer is required to authorise, repudiate or dispute a claim within a “reasonable 
time.” The procedure prescribed here is quicker and will ensure that claims disputes are 
resolved sooner rather later. The difficulty with claims handling processes that take long is that 
sometimes the evidence required to validate a claim may get lost or destroyed. In cases of 
repudiations, one will then have a difficult time taking such repudiations on review or 
instituting an action in a court of law. To this extent, the new rule will lead to an easy claims 
handling process for MI consumers. 
4.5.4. Simple documentary requirements 
The PPRs stipulate that an insurer may only require from a claimant information or 
documentation which is essential to the assessment of a claim.252  
Churchill argues that in some instances conventional documentation requirements should be 
replaced by alternative documents in the case of MI due to the difficulty some low-income 
people may encounter in obtaining certain documents.253 Radermacher et al add that 
documentation that is only accessible by a fee might not be appropriate from a MI consumer 
perspective as it will result in claims being rejected.254 In other words, there must be a balance 
                                                            
251 Reinecke et al (n 25) 355. 
252 Rule 17.8.5 (LTIA/STIA). 
253 Churchill (n 1) 216. 
254 Radermacher and Brinkmann (n 105) 71. 
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between the information required to confirm the occurrence of the insured event and the ability 
of the claimant to obtain that information in a timely and efficient manner.255  
Although the PPRs do not make an exception for MI with regards to documents that may be 
required by an insurer for the purposes of claims, they restrict the type of documents that may 
be required to only those documents that are essential to assess the claim. Thus MI consumers 
are protected from unreasonable repudiations on the basis of costly and unnecessary documents 
that do not assist the claims handling process. 
4.5.5. The basis for repudiating a MI claim 
When making a decision on MI claims, one should always remember that rule 2A.8.3 prohibits 
a microinsurer from repudiating a claim under a MI policy on the basis that the policyholder 
did not disclose information, "if the microinsurer never specifically asked the policyholder to 
disclose such information at the inception of the policy.” 
Misrepresentation on the basis of non-disclosure has been at the heart of South African 
litigation. A microinsurer cannot rely on misrepresentation by non-disclosure to repudiate a MI 
policy where it has failed to specifically put the relevant question to the policyholder at the 
inception of the policy. It is submitted that consumers of MI are only obliged to disclose that 
which is put to them.  
It can also be added, in light of the Mahadeo256 case, that where a MI policy is concluded via 
a telephone call, a microinsurer will not be entitled to repudiate a policy on the basis of non-
disclosure if a specific question was asked in an ambiguous manner. 
Having said all that, an insurer is still entitled to repudiate a policy on the basis of material 
misrepresentation by non-disclosure where a policyholder fails to disclose material facts 
following a specific question by a microinsurer.257 
                                                            
255 Churchill (n 1) 217. 
256 Mahadeo v Dial Direct Insurance Ltd 2008 (4) SA 80 (W). In this case the plaintiff concluded a car insurance 
policy over the phone with the defendant. The plaintiff was asked if he ever had an accident before, he answered 
in the negative. Later on when he claimed in terms of the policy the insurer repudiated his claim on the basis that 
he had failed to disclose an incident where his car hit a pothole at the inception of the policy. The insurer argued 
that the non-disclosure was material. The court held that a reasonable person would not have regarded that incident 
to be an accident. 
257 Rule 21.2 (LTIA) provides that: “the representation or non-disclosure shall be regarded as material if a 
reasonable prudent person would consider that the particular information constituting the representation or which 
was not disclosed, as the case may be, should have been correctly disclosed to the insurer so that the insurer could 
from its own view to the effect of such information on the assessment of the relevant risk.” Section 53(2) of the 
STIA contains a similar provision. 
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The PPRs recognise that MI consumers are vulnerable. This is mainly due to their limited 
exposure to insurance products. The duty is now on the insurer to help the MI policyholder to 
disclose all the facts which could be material for the assessment of the risk. Where a 
microinsurer falls short of this duty, the implication will be that a claim for benefits that would 
have otherwise been repudiated will stand. With a low number of repudiations comes a simple 
claims handling process that will inspire confidence to potential MI policyholders. 
4.5.6. Grace periods 
The 2018 PPRs also introduced the so-called “periods of grace.” Initially, the rule on grace 
periods was set to apply only to MI products, but it has since been introduced under rule 17 
and it applies to all insurance products. The rationale behind grace periods is to cater for the 
inconsistency of income often encountered in the informal sector. Where a policyholder fails 
to pay a premium on time and the insured event materialises within 15 days after the day on 
which the premium was due, the policyholder will still be entitled to claim the policy benefits, 
however, the value of the claim may be reduced by the sum of the unpaid premium.258 
This rule will ensure that those who work in the informal sector are treated fairly. Moreover, 
the rule will produce an easy claims handling process for those IM policyholders who find 
themselves in this predicament. Some MI policyholder may not be in a position to pay the 
required premium when claiming for benefits, hence the rule empowers the microinsurer to 
deduct the premium from the policy benefits. This will give birth to a simplified claims 
handling process. 
4.5.7. Record keeping, monitoring and analysis 
An insurer must ensure accurate, efficient and secure recording of all claims received, 
irrespective of their validity.259  The PPRs specifically require an insurer to specifically record 
the following, namely: the relevant details of the claimant and the subject matter of the claim;260 
copies of all relevant evidence, correspondence and decisions;261 and the progress and status of 
the claim, including whether such progress is within or outside any set time limits.”262 An 
insurer has an additional obligation to ensure that its claims processes and procedures are 
                                                            
258 Rule 17.11 (LTIA/STIA). 
259 Rule 17.7.1 (LTIA/STIA). 
260 Rule 17.7.2(a) (LTIA/STIA). 
261 Rule 17.7.2(b) (LTIA/STIA). 
262 Rule 17.7.2(C) (LTIA/STIA). 
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transparent, visible and accessible through channels that are appropriate to the insurer’s 
policyholders and claimants. 
The recording of claims will create a simple and efficient claims handling process. Insurers are 
required to also record the copies of relevant evidence, correspondence and decisions. It will 
be difficult for insurers to exploit policyholders now that everything must be recorded. Baseless 
repudiations can easily be exposed and proved. Furthermore, insurers are required to track the 
claim. They are obliged to record where they fail to pay the claim on time. These requirements 
will result in an efficient, simple and suitable claims handling framework for MI consumers. 
4.5.8. Prohibited practices when processing claims 
In terms of rule 7.10: “an insurer is prohibited from – dissuading a claimant from obtaining the 
services of an attorney or adjustor;263 denying a claim without performing a reasonable 
investigation;264 or denying a claim based solely on the outcome of a polygraph, lie detector, 
truth verification or similar test or procedure referred to in rule 7.1(a).”265 
This rule is of utmost importance, particularly in the context of MI. The reality of the matter is 
that claims handling can become very complex at times. This rule provides the necessary 
protection to MI policyholders that microinsurers will not be quick to reject claims without 
first performing a reasonable investigation.  
The assistance of attorneys can be of paramount importance in the MI arena. Attorneys are 
experts in law, their services can be utilised by MI consumers to ensure that their claims are 
successful. With the assistance of legal professionals in the claims handling process there exists 
a potential to make claims handling easier for MI consumers. 
4.5.9. Claims escalation and review process 
Rule 17.5.1 provides that: “an insurer must establish and maintain an appropriate internal 
process in terms of which claims decisions can be escalated and/or reviewed and claims related 
disputes can be resolved.” 
The PPRs further provide that the procedures adopted for purposes of the claims escalation 
review should not be overly complicated or impose unduly burdensome paperwork or other 
                                                            
263 Rule 7.10.1(a) (LTIA/STIA). 
264 Rule 7.10.1(b) (LTIA/STIA). 
265 Rule 7.10.1(c) (LTIA/STIA). 
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administrative paperwork to policyholders. 266  Furthermore the review process should be 
balanced bearing in mind the fair treatment of customers;267 it should provide for the internal 
escalation of complex or unusual claims;268 it should also give claimants an opportunity to 
review claims they are not satisfied with;269 and it should be allocated to a senior impartial 
functionary within an insurer.270 
These provisions are self-explanatory. Insurers are required to maintain a claims review 
process. Where a policyholder is aggrieved by the decision that was taken on their claim they 
will have recourse internally. This will result in an efficient and affordable dispute resolution 
mechanism with the potential to make claims handling simpler and cheaper. 
4.6. Evaluation  
The claims handling procedure for MI products differs slightly from the one used under 
traditional insurance. However, the rules applicable in rule 17 also apply to MI to the extent 
that they are consistent with rule 2A. Reconciling the 2 rules sometimes leads to uncertainty, 
however, it is clear that MI consumers will benefit greatly from the claims handling structure 
provided for under rule 17. Extensive measures are put in place to ensure that claims handling 
is ultimately simple and fair. Policyholders must be informed at every step of the way about 
the progress of their claims, and where they are not happy about the final decision on their 
claims, there exists mechanisms to solve such disputes. The requirement that a senior and 
impartial functionary be the one to handle the claims review process is one we should all 
welcome. Gone are the days where conflicted and compromised individuals get to sit and 
review claims. It is submitted that where this process is carried out in good faith it will yield a 
simple and fair claims handling process for MI consumers. 
 
 
 
 
                                                            
266 Rule 17.5.2 (LTIA/STIA). 
267 Rule 17.5.3(a) (LTIA/STIA). 
268 Rule 17.5.3(b) (LTIA/STIA). 
269 Rule 17.5.3(c) (LTIA/STIA). 
270 Rule 17.5.3(d) (LTIA/STIA). 
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CHAPTER 5: RECOMMENDATIONS AND CONCLUSION 
5.1. Recommendations 
The MI regulatory regime has been in force for just over a year now. The Financial Sector 
Conduct Authority (FSCA) has not made available any data on how the 2018 PPRs have 
influenced the handling of claims in the MI arena. It is of utmost importance that we get 
scientific statistics on how the latest PPRs have been received on the ground by MI consumers 
and whether they have at all assisted to make claims handling simple and easy for them. The 
survival of MI depends on its legitimacy and its legitimacy can only be sustained through a fair 
and simple claims handling process. It is against this background that I recommend that the 
FSCA, as the market-conduct regulator, undertakes a scientific study to determine whether the 
2018 PPRs have assisted to simplify claims handling for MI consumers to successfully claim 
from their insurers. 
5.2. Conclusion 
In the absence of claims statistics for MI, we can only speculate as to the success of these 
products. However, there is hope that claims handling will be smooth due to the product 
features that have been built into the entire value chain. From the beginning, this paper zoomed 
into the product features of MI. We have seen how litigious aspects of insurance law like 
exclusions have been restricted under MI. With less complex product features in place, one can 
expect that a simple claims handling process will follow. We also looked into how the 
promotion and marketing of MI products is regulated. The PPRs make it almost impossible to 
mislead MI consumers. One can expect that a fully informed policyholder will be less likely to 
encounter difficulties when lodging a claim for policy benefits.  
What followed was as an analysis on the regulation of financial advice in respect of insurance 
products. We found that the PPRs impose a duty on insurers to ensure that the advice given to 
MI consumers is suitable and takes into account their personal circumstances – making sure 
that ultimately, the right product is sold to the right customer. A submission was made that this 
will minimise the repudiation of claims due to non-compliance with material terms of the 
policy. With less disputes involving repudiations, one can expect that a new era of a simple 
and easy claims handling process will emerge. 
Our investigation led us to the point of sale. Here we saw how the PPRs have imposed extensive 
obligations on insurers to assist MI consumers to disclose material information for the purpose 
51 
 
of risk assessment. It is expected that this will reduce repudiations on the basis of material non-
disclosure and thus lead to a simpler claims handling process. 
We then zoomed into the position after the point of sale and asked: what kind of information 
must be given to a policyholder post-sale to make claims handling simpler? We saw that the 
PPRs require that information explaining exclusions, benefits and the claims process should be 
disclosed to the policyholder. Here a point was made that where policyholders are clear about 
what is covered and what is not, they are unlikely to submit claims for benefits that are not 
envisaged by the policy 
Finally, we looked into claims handling and concluded that the 2018 PPRs create a fertile 
ground for a simplified MI claims handling procedure. This conclusion is premised on the fact 
that the 2018 PPRs have restricted the paperwork that may be required for claims processing; 
insurers are now obliged to disclose to policyholders where and how a claim must be lodged; 
policyholders must be informed of any time-limitations applicable; insurers are required to 
have a CMF that is able to detect risk trends that frustrate the handling of claims and thereafter 
take remedial action to neutralise those trends; and lastly, complaint mechanisms must be made 
available to policyholders who are not satisfied with how their claims have been handled.  
Although there is no statistical data to rely on at this point, it is submitted that all these features 
can be expected to make claims handling simpler for MI consumers. 
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